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SUBJECT: FURTHER TO UPCOMING OPEC OIL PRICE INCREASES 
REF: JIDDA 6009 

SUMMARY: PET MIN YAMANI TOLD ME ON SEPTEMBER 2 THAT HE 
WAS UNABLE TO COLZINCE THE HSAH TO ACCEPT AN OIL 
PRICE INCREASE BELOW 15 PERCENT. HE REPORTED THE HSAH INSISTED 
THAT "THE AMERICANS" HAD ALREADY AGREED TO A SUBSTANTIAL 
INCREASE. END SUMMARY. 

1. 1 SAW YAMANI AGAIN THE MORNING OF SEPTEMBER 2. HE 

SAID THAT THIS MEETING WITH THE SHAH ON THURSDAY, AUGUST 

28 WAS A "DISASTER." HE SAID THE SHAH REPEATED THAT A 

PRICE INCREASE OF 35 PERCENT WOULD GE JUSTIFIED BUT HE 

WOULD SETTLE FOR A 20 PERCENT INCREASE., I.E. S2.30/BBL BASED 

ON AN $1 1.50 SELLING PRICE. YAMANI SAID THAT HE ARGUED 

AT LENGHT FOR NO PRICE INCREASE, THAT THERE MUST BE A 

FREEZE AT LEAST UNTIL JANUARY WHEN THE RL ULTS OF THE PRODUCER/ 

CONSUMER CONFERENCE WILL BE KNOWN. THE HSAH FINALLY COMPROMISED 

BY AGREEING THAT HE WOULD NOT FIGHT A 15 PERCENT PRICE 

INCREASE (I.E. A S1.70/BBL) IF ALL THE OTHER MEMBERS OF 

OPEC AGREED. HE WOULD NOT SETTLE FOR ANYTHING LESS. 

2. YAMANI SAID HE THOUGHT THE SHAH MIGHT EVENTUALLY BE 
WILLING TO ADJUST TO 15 PERCENT OF CURRENT GOVERNMENT TAKED (I.E., 
AN INCREASE OF ABOUT S1.55/BBL) BUT THAT HE WOULD PROBABLY 
NOT AGREE TO ANYTHING LOWER, THAT HE WOULD FITHT ANYONE 
WHO ADVOCATED A LOWER PRICE, AND HE WAS FIRMLY CONVINCED 
THAT EVERYONE IN OPEC WOULD SUPPORT HIM EXCEPT SAUDI ARABIA. 
YAMANI SAID HE OFFERED A "NOMINAL" INCREASE OF 5 PERCENT (C. 50V 
CENT/BBL.) BUT THE SHAH SAID THAT WOULD BE TOTALLY UN- 
ACCEPTABLE. THE SHAH, ACCORDING TO YAMANI, SAID HE SAW 
NO REASON WHY THE SAUDIS WERE TAKING SUCH A FIRM LINE 
AS "THE AMERICANS" AHD ALREADY AGREED TO A SUBSTANTIAL 
INCREASE. HE SAID HE HAD RAISED THIS WITH "THE AMERICANS" 

DURING HIS RECENT TRIP TO AMERICA AND FOUND THEM 


PERFECTLY UNDERSTANDING. I SUGGESTED THAT YAMANI RE- 
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PEAT THIS TO SECRETARY KISSINGER WHEN HE ARRIVED. 

3. THE SECRETARY RAISED THE SUBJECT OF OIL PRICES WITH 
BOTH CROWN PRINCE FAHD AND KING KHALID. HE SAID, SPEAKING 
PURELY FROM A POLITICAL POINT OF VIEW, ANY PRICE INCREASE 
WOULD BE USED AGAINST THE ARABS BY THEIR ENEMIES IN THE 
UNITED STATES IN ORDER TO PROVOKE A CONFRONTATION BETWEEN 
PRODUCERS AND CONSUMERS AND EVENTUALLY TO "POLARIZE THE 
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AREA." THE SECRETARY THOUGHT THAT ANY PRICE INCREASE 
WOULD SURELY NOT BE IN THE INTEREST OF THE ARABS. IN A 
SUBSEQUENT CONVERSATION WITH YAMANI, YAMANI REPEATED TO 
THE SECRETARY EVERYTHING HE HAD SAID TO ME (PARA. 1). 

THE REPRT WAS CONFIRMED BY FOREIGN MINISTER PRINCE SAUD 
WHO HAD ALSO SEEN THE SHAH. THE SECRETARY DENIED VIGOR- 
OUSLY THAT THERE HAD BEEN ANY AMERICAN AGREEMENT TO ANY 
PRICE INCREASE IN ANY CONVERSATION WITH THE SHAH AND HE 
REPEATED TO YAMANI THE POLITICAL DISADVANTAGES IN ANY 
PRICE INCREASE. YAMANI SUGGESTED WE TALK WITH OTHER 
OPEC LEADERS ABOUT THIS. 

4. AL MADINA CARRIED AN ARTICLE ON AUGUST 31 STATING 
THAT SAUDI ARABIA WOULD NOT CALL FOR A FREEZE IN OIL 
PRICES, BUT WOULD ASK FOR A LIMITED RISE OF 15 PERCENT. 

THIS IS THE FIRST INDICATION IN THE SAUDI PRESS THAT THE KINGDOM 
WOULD SUPPORT ANY INCREASE IN PRICES AT THE FORHLCOMIN G 
OPEC MEETING. 
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